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Job losses as cost cutting bites... 
In February Nortel Networks 
(Toronto, Canada) said it was 
stepping up its plans to elimi- 
nate 10,000 jobs after initially 
cutting its Q1 revenue forecast 
of December f om US$8.1- 
8.3bn to US$6.3bn. But at the 
end of March Nortel said it 
expected lower revenues of 
US$6.1-6.2bn and announced 
an extra 5,000 job cuts in first- 
half 2001.Then in April it 
reported Q1/2001 revenues of 
US$6.18bn (down 10% on 
Q1/2000, an over-capacity- 
induced slump of 23% in the 
US outweighing growth of 38% 
elsewhere, though Photonic 
Components were down 22% 
overall). It also announced 5000 
more job cuts by mid-2001. 
"Given the poor visibility into 
the duration and breadth of the 
economic downturn and its 
impact on the overall market 
growth in 2001, it is not possi- 
ble to provide meaningful 
guidance for the company's 
financial performance for the 
ful l  year 2001" said president 
and CEO John Roth. 
However,"the glut of network 
capacity is quickly shrinking 
with the on-going rowth of 
Internet raffic, suggesting 
that demand for new 
equipment will pick up',  
he added. 
The uncertain outlook is bad 
news for IC companies, which 
have refocused themselves 
on emerging communications 
and wireless applications from 
previous trategies centred 
on PCs. 
Lucent's microelectronics 
spin-off Agere Systems 
(Allentown, PA, USA) has 
reported fiscal Q2/2001 sales 
(to end-March) of US$1.2bn 
(down 13% on the previous 
quarter): 
• opto US$379m (down 11%, 
mainly due to long-haul); 
• ICs US$812m (down 13%). 
Agere expects June-quarter 
revenues down 14-20% to 
US$O.95-1.O25bn. It is also 
cutting 2000 jobs (11% of its 
workforce). 
Meanwhile, job cuts at 
European electronics compa- 
nies suggest that the US slow- 
down is indeed affecting 
Europe. 
In April Marconi  cut 3000 staff 
(6% of its workforce), saying 
it needs more employees 
"skilled in dealing directly with 
customers". 
After cutting 17,500 marketing 
jobs in January, Hewlett-Packard 
is cutting 3000 management 
jobs from its 88,500 staff. 
According to chairman and 
CEO Carly Fioirina, Q2/2001 is 
the bottom of  the downturn 
but it is now spreading from 
the US to other regions. In 
Europe the slowdown is "begin- 
ning to mirror the pattern we 
saw in the US". 
PMC-Sierra Inc is eliminating 
230 jobs (13% of its staff), due 
to a fall-off in sales for broad- 
band communications IC . 
Cisco expects fiscal Q3 rev- 
enues down 30% to US$4.7bn 
and is now cutting a total of 
8,500 (18% of the workforce) 
to save about US$1bn (as well 
as putting a hold on any more 
acquisitions). 
...but some cut pay to limit lay-offs 
For Conexant Systems Inc 
(Newport Beach, CA, USA) 
March-quarter revenues were 
US$251m, down 39% on the 
previous quarter: 
• 31% for personal networking 
(due mainly to handsets and 
set-top boxes), and 
• 51% in its Internet infrastruc- 
ture business Mindspeed 
Technologies (due to a steep 
decline in access product lines). 
Conexant expects the June 
quarter to be either flat or 
down slightly for personal net- 
working (with "early signs of a 
f irming in demand"), but 
down 35-45% for Mindspeed 
(which is "not yet seeing signs 
of a market stabilisation"). 
To return to profitability by 
end-2001, Conexant is shed- 
ding 20% of its staff (including 
1,500 full-time jobs and 125 
contractors) and cutting senior 
managers' pay by 10%, and 
shutting down for 2 weeks (in 
Q2/2001) two wafer fabs in 
Newport Beach and Newbury 
Park, CA, USA as well as its 
assembly and test plant in 
Mexicali, Mexico (and perhaps 
also for two weeks the follow- 
ing quarter). 
Conexant is also looking at sell- 
ing some operations (including 
its digital imaging, sub-assembly 
and a module plant in El Paso, 
TX, USA). 
The restructuring and layoffs 
will cost about US$50m but 
save US$2OOm annually. 
Conexant will still proceed 
with splitting itself by the end 
of September into two 
publicly-traded chip compa- 
nies: 
• Conexant (personal network- 
ing) and 
• Mindspeed (infrastructure, 
albeit now spun out to 
Conexant shareholders with- 
out an initial public offering). 
A4#lent Technologies Inc (Palo 
Alto, CA, USA) says demand 
from major customers dropped 
dramatically in the month or so 
to April "across the entire 
communications and semicon- 
ductor markets". 
"The downturn is more severe 
than we had anticipated" said 
president and CEO Ned 
Barnholt."We now expect fiscal 
Q2 revenue [to end-April] to 
be less than US$2.9bn" (com- 
pared to the previous quarter's 
US$2.8bn). 
Agilent is therefore temporari- 
ly cutting employee pay by 
10% (from April for 200 senior 
managers and from May for 
the rest of the workforce) 
through to end-July, but 
possibly extended to the fol- 
lowing quarter (saving about 
US$70m per quarter). 
"We're trying to avoid 
across-the-board layoffs," said 
Barnholt. "We view the 
economic slowdown as a 
business cycle - even though 
it's deepening and broaden- 
ing... We need to be ready to 
meet demand as business 
conditions improve." 
Agilent is also reducing pro- 
duction schedules, which may 
result in short-term anufac- 
turing closures and time-off 
programs. 
"Given the uncertainty 
about the duration and 
severity of the economic 
slowdown and its impact on 
our customers, we are no 
longer able to provide mean- 
ingful guidance for  the year7 
Barnholt added. 
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